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OFFICE CF REPORTS AND ESTIMATES, CIA
FAR BAST/PACIFIC BRANCH

INTRLLIGENCE HIGHLIGITS KO. 52
18 May = 24 May 1948

SECTION I. SUMMARY OF FAR EAST TREWDS AND DEVELOPMERIS

The issus of US troop withdrawal from Xores has been complicated
by opposition o the move expressed by the Philippine UHCOR member
(p. 2).

Despite a slowdown in the eouth Chine drive, the Communisbs
ashieved sewersl military successes last wesk (p. 2). Meawwbile,
the divided Nationalista continue plans for the evacsuation of Canton,
e move thut will probably mean an end %o diplomatic sontact with the
TWest {p. 3)e

The Commonwealth 8AG Program in Burma, appsrently off o an suspie
cious start, may offer the opportumity to apply judicious pregoure on
the burmese Sovermment for an end to the Karen-Burman dispuie {p. 5).

Decisions by the Prenmch Chief of Staff, presently visiting Indo-
china, will probably reenforce recommendations made in the past whioh
xzequi?a an ascelerzted military cempaipzn end US material uszistsnoe

Pa €la

A oritisal pericd in the implemenitation of agrsements reached =i
the Batsvia disoussions is approaching in Indonesie (p. 7).

Prosidens Quirinc hes bsen left in a potentially emberassing
position by the hasty adjournment of the Philippine Congress (p. 7)-

Moderates of the New Zealend Federation of labor were trivmphant
in issues raised at the Federatlon's anmusl conference lest week (p. &),
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SECTION II. DEVELOPMENTS IN SPECIFIED AREAS
GENERAL

Philippine Delepate opposes Korsa withdrawal--Rufino Luna, Philippine AR
Fepresontative Go ihe Uniled Wations Gommiseion on Kores (UNCOX), told
Korsan Governnent offisiales eon 21 May that he is convinoed the Korean
Republic cannot now defend itself:successfully agains® attack. Luna
stronpgly opposad the scheduled withdrewal of US oscupatien $roops from
Korea end stated that US foroes should remain untll UNCOK has been able

to extend repressntative demooracy into the northern gone of Forea and
discover the facts aboubt Soviet troop withdrawal from that area. Luna

had previously introduced an unsuccessful resolution at one of UNCOK'S
sessiong, designed to impede US withdrawal,

While Lunats attempt to forestall withdrawal ls consistent with
Philippine desires for continued US security commitments in the Faoiffics,
it is equally important es evidence of the real attitude cf Presidsnt
Rhee and his kitohen cabinet of US advisors with whom Lume hae olose
- oontact. When informed on 17 May that U3 troops would be evacuatbed
within the nsxt few weeks, Rhee appeared resigned te the fast of with-
drewal. Rhee's press releases have nonetheless continued to request
formal US amssurances of ald against argression as & preliminary condi.
tion te withdrawal, to the smbarassment of US Ambessador Fuccio. ILuma's
statement may encourare Rhee %o continue his campaign for & formal US
eommitment to defend Korea, bubt it is doubtful that Rhee will atiempt
o block withdrewal at this late date, ZLuna's action, however, will
add to the confusicn and uncertainty in Seocul gensrated by speculation
regarding troop withdrawal end Rhee's pross campaign %o obtain formal
U8 sid cormitmente.

CHITA

Military Situation--While the Communist advance into south Chine slowsd Ha¥
during the past week, new successes were scored in Shensi, to the weal,

and oertral China, The Nstionalist defense of Shanghal, meanwhile, grew
steadily weaker and the evacuation of Tsingitmo, the Netionalists' last
Worth China foothold, approached completion. :

South Chinn: Few important new rains were made in the CCP thrust into
soutn China, but Communist forcese reportsdly coccupied Wenchow, am impariant
port on the Chekisng comst, lLast reportad positions of Liu Po-oheng’s
southernmost spearbeads were Ningtu in southeast ¥iangsl erd Fanping in
Fukien. Liu has apperently paused for the moment, psrhaps to regroup his
forees before sarrying out his expected rendezvous with Communist irrasgulars
& short distence further south.
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The Communist press in Hong Kong frontpaged the sapture of 7 helex
in northeast Kwangtung by the East River People‘'s Liberation Army,
Communint irregulars operating in the Nationalist resr, some 75 miles
south of Liu's foreces, Communist irregulars hold extensive aress of
Kwangtung province and are in an excellent position to ald the onconing
CCP armies, Canton, eventual Communist target in Kwangtung, is presently
garrisoned by some 60,000 Nationalists, oclassed as regular troops but
incapable of withstanding any sustained Communist offensive. This gar-
rison, nevertheless, presents an impediment to a quick Communiat ocoupation
of Canton, since liu's light forces will be in no position to mount an
immediate assault against a defended oity. ;

Shan%i: Nationalist defenaes of China's first oity have been soms-
what better than antiocilpated. The Whangpoo esompe corridor has been kept
open succassfully, despite Communist attacks along the Pootung side of
the river, sapt of Shanghai. Nationalist units are gradually withdrawing
northeast townrd Woosung at the river's mouth and a full-scale asssuib by
the Communistz from the southwest and west appears imminent, CHIANG Tai~
shelk, who is reportedly directing the oity's defenses, may be sble to
salvage about 50% of hias forces before the oity falls to the Communiata,

Central China: Following the occupation of the Wuhan olties, Commmmlat
foroes have advanced some 50 milea south along the Canton-Hankow reilway.
To the sast, they ocoupled Wenchang, the capital of Kiangsi end an imsordent
rail junoture on the Chekisng-Kiangsi line. Nancheng is the fourth pro-
vinoial scapital to fall to the Communists in their drive gouth of the
Yangtze.

Rorthwost Chinas The reporbted Communist ocoupation of Sien, ocapital of
8henel, on 20 May, iz of partiocular significance, sinse Slan has beer i
geat of HU Tsung-nen's power for more than a decade. HU, a loyal CEIANG
man, commands some 175,000 troops, the largest uncommitted enti-~Communist
foroe remeining in China, Reporte indiocate that HU has been engaged in
evacuating his forces to the southern part of the province and to Ssschwan,
and that Sien was an undefended city when the Communists entered.

End of WNational Government near~-~The National Govermment, as presentl:y -5
oonstituted, probably will not survive the impending move from Canton.
Hopelessly divided, Rationalist leaders now are chiefly concerned with
establishing looal bases of power in China or with finding personal souurily
abroad, Although Aclting President LI Taung-jen reportedly plans to esinbiish
Chungking us & "provisional capital®™, only a few top officlals and adainia-
irators are likely to accompany him there. Many rightewing Netionalints
will go to Taiwan instead, where CHIANG Kai~ghek may join them. AlLhegh
these die~herdns may urge CHIANG to resume the preeidency, he probably will
eontinue his backetare role for some time, Mearwhile, still other Mation-
alist leadors are trying to arrange s compromise betwsen LI snd CIILAN:.
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The roreign dipiomé.tic missions in Canton probably will not ge either
to Chungking or to Taiwsn. Nationslist Chine thereby wlll losge its chief

remaining asset, the regular intsrrational status it has held for wmors

then twenty yvears., BSuch 2 loss probebly will be fatal %o both the Chung-
king and the Taiwen Pfactions., . . : - '

- Tnis interruption of diplomatic contact with the Natiomal Goverrmant
in Chins may hasten granting of de facto reocopgnition %o the Commumists,
an objsotive viewsd as desirauble by representatives of various western
powers in China; The rsplacement of & friendly Nationalist China by a
hostile Cuowunist regime is, neverthelees, an wfavorable development
of first importance to the weetern world. ‘

NEWS NOTES

Growing autonomy in the southwost~e=Ait a recent meebing of the Southwess:
. Peoples® Representatives' Conferense, delegates from Bzeohwan, Sikeng,

Yunnan and Kweichow resolved to end Nationel Government avthority end
place their provinces under the direction of CHANG Chun®s Southwest
Milltary and Politloal Headquarters at Chengtu. This action makes it
unlikely that Acting President LI Teung-jen would receive effective
provineial support for eny attempt to make the southwest n center of
continued Nationalist resistance %o the Chinese Communiste, CHANG Chun,
furthermore, is reported to feel that the situation is hopeloss and
continued resistance useless, 1+t ocan thus be assumed that the southwist
will continue as a non-Communist area only until it is attacked,

Famine threat in North China--Drought has already delayed plenting in
Wort‘n China. 1f it continues, 1t will effect orop outputs seriously,
with resultant shortages throughout the repgion end the prospect of fanine
in numerous localities. North China's food position iz already sensiiive,
because of low production during lest yeart's fighting and military requi-
sitions. PFamine could serioualy retard the Communist progrem of economic
rehabilitation and political ooneclidedion. Besides the considerstions
of lost prestige, any reduction in the sollecticn of export commoditics
which a famine would cause means a deorease ir Communist trade prospecis
Tor 1949-50 and thus a decrease in naogssary industrial imports.

«SEGRES
Approved For Release 2005/04/26 : CIA-RDP79-01082A000100020009-9

s

T




Approved For Release 2005/04/26 : CIA, 79-01082A000100020009-9

& L e

- BURMA

Comesorrwonlth Aid Proprame~~The Commoswealbh approsok 4o the perplexinmy A"
‘problem of glving effeotive susisterce Go Purma,without jeopardiszing

ite own interosts or sntegonizing the Burmese Covermment, is gradually
taking shape. The Commenwealtt Anlsssadors in Rengoon, whe form an

ad hos ocommittee for the study of Eormmts finenciael needs and arms
requirements, hava resoried to the iuzgsnious axpedient of neming as
chairmay Deufense Minlster Ne Win, who hxt heon notably antegonistis
repgardioy Burmese-Cummonwealth cooperation. The committes has recom-
nended that erms for two infaniry batialions e supplled irmedistely

and » subcommittes on financial assizisnce is e¢riwobed to be established
in “he near future. Havirg sussessfally wedped & 2ot in the door, ‘he
Gommeorwealth may be expecizd - exert preasurs upon wie Burmese Goveirs
mert to ascend its “adviee.® e resommendetion to supciy erms is litile
move than & token of assis’aneo, since the Burmens alread; have more
smail arms than brained personnel, Neverthelers, further assistance

can now bo made contingent upon effecbive utillzation of materiel nroe
videod and the Driitlsh Arbessador has alresdy reported that arms and
money alone will not be sncagh o restore Burmese atability. The X,
ihsrefore, has suggeeted (with Ceylom and Indie agreeing in prineiplic)
that Prime ¥lsisber Thalin Fu be infomed %het he "would be well advized”
10 nake voacs with the Farens and other dissident groups, if possible.
Although: sush Cealing with the Durmase 4o wisky and ita succeas by ne
manng casured, Lt is a sensible way of sohie¢ving the necessary prelir-
inary steps Losard a solution of Burma's difficulties with a minimum

of drzaded “forrign ivterference.”

Henrwhile, he Parmess Army has once mors announced ite "oecupntion™
of iusein, the Reren stro-phold 10 miles north of Rangoon, followlang ita
evaouat! on by the Farens «iter nearly four mmths of fighting. The cmbire
Ingoiz opisode, 1£ 4% is row in foot endad, has been & serious reflection
on Hurvess militery capabiliiies, since the Karen garrison has newver
ex.reded an eskimated 2000 armed men. The Haren withdrawsl from Xnsoln
war probably dletated for & wariety o reasons, wsrony them, shortarses of
gmauaition and food, and the renligation that the moneoone wouvld prevent
‘peinforeenent or re:vwply fov scre montha,

‘ Perhaps the mo:t important reason for the faren withdrewal wmey lawve
bsen the recent anncvpcensnt of Comnonwenlth assietance to the Burmere
Govornnent, The Kuvens, ths most pro-Weaterm eloment in Rurma, had hoved
for foreign intervestlon in their bahalf snd the Commonwealth action
undoubtedly caused ithem keon disappointnent, perticularly since Burmese
military forces havn besn enzaped 3in a eampaign of Karen exbtermination.
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Should the Burmese Goverament sccede to the intended Commorwealth prege
sura for a settlement with the Karens, the Harens will almost certainly
accept, especially if the Commonwerith's influence in the sotion iz
evident. If Commonweslth military smesistance is used to sontinue

ver apgainst the Karens, however, their disappointment will be further
reinforeed and their pro-Western attitude, whioh could be a valuahle
factor in the eventual stabilization of Burma, mey well be altered,

INDOCHINA

Frenoh Chief of Staff surveys Tonkin problem--The sontinuing decline of
the Fremeoh militery position in Tonkin has resulbed in a wiszlt to Indo-
chine by the French Chief of Staff, General Revers. Besides studying
dafense of ths area, ourrent disposition of troops and materiel, and

the quastion of reinforcements, Revers is expested to effeat longwoverdus
vhanges in the high command. He msy be puided by the repuris of an
Assembly subocommission on military expenditures whish, among other thinps,
recormended replasement of present equipment with materiel better adopted
to puerrille werfare during & visit to Indochimm in April, The vigising
Deputies were shocked by the difficult conditions under whish the Fronch

Army opersted as well as the "deplorable insufficiency and condition of
their arms.®

Altheugh the subcommiseion did not approve complete eveouetion of
northern Tonkin posts and withdrawal to the restricted Hanoi-Haiphong-
Langron complex, they considered that the meintenance of certain garri-
gsone for prestige purposes wes costly in men and meteriel. The suboome
mission emphasized that an overall military solution to the Indochinese
problem was prerequisite to the politioal szolution envisioned in the
Bao Dal sgreements and specified that sarly US military aid was & neces-
sary condition to the reestadlishment of militery control. The views of
the subcormission and of other Frensh officiel vizitors tc Indochina
have persuaded the French Coverrment to oconsider additicnal appropriations
for financing a greater military effort in Indochina. Cenarsl Revers is
undoubtedly studylng waye and meeans of most effeotively utilizing %he
expected Increase of military reinforcsments,

¥While the theory that French military success is a condition %o
French politioal sucoess has many bases in fact, the past two ywars of
fighting in Indochina heve demonstrated thet only by tremendously incresc—
ing thelr military commitments will the Frsmch be able to overccme ile
resistances, The fact that France slone camot provide the necessary
edditional materiel and manpower for this effort inevitably raiszes the
question of the extent to which US resourees could be smploved without

Jeopardizing US prestige in the Far Bast in the ewont of & French coi-
lapse in Indochina,
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INDONESTA
Jogja Restoration Problems--Further progress on the implementation of upe

the Dutoh-lepublioan agreement will depend both on the ability of the
Republic to control Communist actlivity and rsstore law and order and

on an orderly Dutch withdrawal from Jogjekarta. While the Republicans
initia)ly intend to use their army (7H0i) es auxiliary police, they hope

to have a rezular oivil police force take over as soon ag possible. The
problem of arming and equipping this oivil polico force is the most urgent
facing the Republic today., Netherlands ropresentative  Van Royen ia
aupporting the Republiean request for supplies but entleipates less than
full cooperation from Duteh Army officiala, The Ay has promised 2,500
wniforms, however, and is considering the question of truoks and jseps.

Civilians who wish to leava have been evacusated from Jogjekarta by
the Duteh Army et the rets of 3,000 a day since 21 Mey. Full ewacuntien
should be completed by the end of May, if the estimate of 30,000 eweouwess
is correot. The contemplated Dutch military withdrawal will probably take
another six deys after that. This wmilitary withdrawsl will represent the

“beginning of & orucial period, during which evente may well determine
whether the politisal settlement will be sdvanosd or whether military
aotion will continue,

PHILIPPLHNES

Adjourmmont of Congress mey smbarass Quirino--The Philippine Congress w5
adjourned its 100-day session in the earliy hours of 20 Muy. Neither
the 1249~50 hudget nor most other important sadministration measures had
baen paesed, The abrupt adjourmment followed further shifts of elign-
ment in the Sonate where two famctions of the Liberal Party hed been
fighting for supremscy sinoe mid-Fabruary, while the minority Waclonni-
igte Party held the balemce of powsr. On 19 May, the Nacionalisteas
suddenly shifted to support the Awslino Liberals in e movement te depose
Senate President Cuenco (a Quirino suppurier). Upon learning of thig
maneuver, Cuenco permitted the Semate to adjourn at ite apvointed tisw~
midnight, 19 Yaye-ingtead of continuing in session. The Houee of Rupro-
gentatives adjourned a few minutes later.

Although Cuenco's metion saved the Quirino liberals from defea’ in
the Senate, it left the Administration facing the coming election wi.th
virtually no important legislation emacted. In order to rectify this
situation, Quirino may call e special session of Congress or he may use
his emergency powers,but elther ccurse is disadvantageous. The emsr-
genoy powers, assumed by President Quezon in December 1941 end never
withdrawa, are highly unpopular and use of them would probably evoke
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congiderable sriticism. If Quirino saould call a special session of
Congress, on ‘the other hand, his ourrent loss of conbrol in the Senutle
might well result in a legislative deadiosk which would further under-
mine his prestige.

NEW ZEALAND

Labor Moderates defeat Communists--A substantiel majority vote bo wiithe ner
diraw from the Communist~domingted WPTU, as well as the sleotlorn of
moderate officers by o wide margin and a vote of confidence irn the L.bor
Government, marked lest wsek's stormy sessions of the annual New Zanlend
Foderation of Labor conference. By the meeting’s end, it was eviden®
that Comnunis® influence in the trade union movement had baen furttas
woalkened. Thoe Federstion spent two days in hested debate on the
"Garpenters® dispute.” (The Carpemters, a Communist-led unlon, wers
recently "derupgistered” by the Govermnen). Leftewing membors sccused
the Federation executive and the Government of betraying the werkece.

In reply, modsrates and the Minister of Labor socused the Carpenters’
Communist lealership of seeking the downiall of the Labor Govermment
through their prolenped dispute, whish sharply curtalled eonstruction
and ingpired sympathy strikes throughout Wi industry. Prime Uinister
Fraser appealad for suppert of the Governmert's decision to uphold the
arbitration system threatened by the Carpenters' dispuls, and the lizave
was resolved by & vote of confidence which upheld The Lator Govermnment,
209 to 67.
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